
BEFORE
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OF SOUTH CAROLINA

DOCKET NO. 2009-342-W/S

RE: Review of Avondale Mills, )
Incorporated's Rates Approved )
in Order No. 2009-394 )



WATERWORKS ASSET PURCHASE AGREEMENT

This WATERWORKS ASSET. PURCHA'SE AGREEMENT (this "Agreement') is

entered into this~day of October, 2009 by and between AVONSkLE MKLSq ?NC., a
corpora6on orgsnixed under the laws o8'. the Stare ofAihbatna «nd having an. address at 506 South

Broad Street, Monroe, Georgia ("Avondali". ),.and VALI~ PUBLIC SERVICE AIjXHDMTY
("VFSA"),a special. puipose

'district and a:pohtjcal suhdivjsion of the State ofSouth Carolina.

WHEMrAS, . VPSA was oiuniiiy created: under Act No. 476 of the Acts and Joint
Resolutions of.the. General Assembly. of the State of South Catouna for.'the year. 1969, as amended,
and is duly. authoaxcd and 'etnpbwcrcd. ~.-@quire .coastru&:opt!ra~ re4tintain, improve, and extend
&cjlities to trc'stand supply. water, to pr'oi4le sewage, and. io1id'waste. cotlec8on snd disposal; and to
scu water and sewer service. mthin its authoW6d:, sconce arcs;

WHEREAS, under those statutory authorities, VPSA operates a waterworks and sewer

system that serves custoiners in Aiken County, South Carolina {thc"County" );

WHEREA'S; hvoadale is a corporation organlxed under the laws of thc State of Alabama;

WHEREAS, it is the desire and intent of tbc parties that, upon satisfaction of the terms and
conditions of tbjs Agreement, Avondak will-sell and convey its rights, tide. and interest in snd to the
following assets, other than certain excluded assets, to VPSA: (a) a currently non-operating water
treatment facHity (the "PaciTity''); and {b) the water lines, drainage lines and pipciincs and the
attached pumps and tanks located on, under upon, across and: through Aiken County, South
Carolina and used for the purpose of supplying and distributing potable water (collectively, the
"Water Lines, "'and colic'ctivcly with the FaciTity, the "Avondale Water System" );

WHEREAS, VPSA"desires to purchase and accept Avondalc's rights, title and interest in
and to the Avon'dale tater'System jn an as-is, where=is condition;

WHEREAS, in connection with and as a:condition to this Agreement, Avondalc will sell
and convey its rights, title and. intetest in.and to thc following assets, other than. certain excluded
assets, to the County: the sanitary and storm sewer. snd drainage lines and pipcInes and lift stations
located on, under, upon, across and!through Aiken County, .couth CarolIna. and used for the purpose
of collecting. snd removing wsstewatir (collcctivciy, the Sewer System" ) pursuant to the Sewer

System Asset Purchase Agreement, to be executed by Avondale and the County (tbe "Sever System
Asset Purchase Agreemcnt");

NOW, THEREPORE, in consideration of thc mutual promises contained herein the
parties agree as foHows:



ARTIGLE I
DEFINITIONS

"Agreeinent" incans this .'Naterwodts Asset Purchase Agreement between Avondsle' and

VPS'A.

"Avondale" means Avondale. Mills, Inc., a corporation organized under the'hims. of the State

ofAlabama.

"Avondsie. %ster System" has th' e..meaning. given to such term in. the Factual recitals ro this

Agreemcnc

"Closing" means the:closhgj'tsf the..transfer of the Avondalc%'ster System, on thc teans and

conditions established by:anti''ai. dScriBeRn thijikgreeinent:

"Closing Date" mean&the'date on which the Closing occurs.
l .

"County". means Aiken. County, .South Carolina.

"DHEC Permit" has, the meaning given to such tean in Section 2.4 hereof.

''Due Diligence lnvestiga6on" has the meaning given to such tean in Section 4.1 hereof.

"Duc DiTigcncc Period" means the pedod From the date hereof until January 31,2010.

'excluded Assets" has the mewing gtvcn to such termln. Section? 3'hereof.

"Excluded. Liabilities":has thc meaning given to.such term in Section 2.4 hereof.

"PaciTily" bas the meaning given to such tean in thc, Factual. recitals to this Agrecmenc

"purchased Assets" has the meaning given to such tean in Sect'i'on 2.8hereof.

'Real Estate Rights" has the meaning given to such tean in Section:2.3(a) hercoF.

"Sewer Capacity" means, Avondale's capacity in a.vnjtcwater. treatment plant owned. and

operated by thc County.

"Sewer System" has the meaning given to such tean in the factual recitals to this Agrcemcnt.

"Sewer System Asset Purchase Agreement" has the meaning given to such tean in the

factual recitals to: this Agreement.

"Upgrade Subsidies". means such local, state, federal, and other grants or low~teresr loans

as may be available to 6ind the cost's of.retro6tting, im'proving, upgrading; repairing, and renovanrig

the Avondale Water Systetn.

"VPSA" means Valley Public Service Authority, a special purpose district and a politica}
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subdivision of the State of South Carolina.

"Water Lines" has the meaning given to such term in the factual recitals to this Agrecmcnt.

"Water Project" means the project by VPSA relating to the Avondale Water System/ as

describe in thc Preliminary Enynecring Report prepared by Dunn Bc Associates Enginccing, Inc.,
and attached. hereto as ggbit~bi .

ARTICLE II
TIUWSFER OF AVONDALE %'ATER SYSTEM; CONSXDERATION

Gaaxeganu.

(a) Subject to the conditions set forth in this Agreement and excluding the Excluded
Assets (as dc6ned below), on the' Closing-Date, kvondal'e shall scu a'nd. coltvey all of its rights,
title and interest in and. to the Purchased Assets to VPSA, and (n) VPSA shall purchase and accept
the Purchased Assets. 'Ebe instruments of such conveyance W shall be in. the foan that is usual and

customary for ttsnsferriog thc type of property involved under the. laws of the State of South
Carolina and shall connun. the disdainer language set forth in Section 2.1(b),and (i) shall be in form
and substance reasonably' sadshctory to VPSA and Avondale and their xespe'ctive counsel; provided,

however, in no event should Avondalc be required to convey its rights, ti8e and interest in and to
the Purchased Assets other than pursuant to a conveyancing instrument containing no warranties of
title.

(b) VPSA ACKNOWLEDGES AND AGREES THAT, EXCEPT AS SET FORTH
IN THIS AGIEEMEKI', AVONDALE HAS NOT MADE, DOES. NOT MAKE, AND
SPECIFICALLY NEGATES AND DISCLAJKS ANY REPRESENTATIONS, V/AIUtANTIES,

PROMISES, COVENANTS, A'Gtu&RKNTS, QR GUARANTIES OF ANY KIND OR
CHARACTER WHATSOEVER, WHEISBR EXPRESS QR IMPI;LED, STATUTORY) GYRAL

OR WRITIZN, PAST, 'PIIPSENT, OR FUTURE, OF, AS TO, CONCERNING, OR WITH
RESPECT TO (A) THE 'VALUE, NATURE, QUALTIY, OR CONDITION OF THE
PURCHASED .ASSEISj INCLUDING, WlTHOUT UhQI'ATION, 'IRE WATER, SOIL, AND
GEOLOGY, (8) THE iNCOME TO BE'DEIQVED FRGM THE PURGHA'SED ASSETS, (C)
THE SUITABILITY OF THE.PURCHASED. ASSETS, .FOR ALL OR ~.ACTIVITIES OR'
USES WHICH VPSA MAY CO&NDUCT THIBtEON'. OR THRRIEWZIH, '

{D) THE
HABITABILITY, MERCHANTASILTTY, MARKEVi43ILITY, PROPITABILI7Y, OR
FITNESS FOR A PA'RTICULAR PURPOSE OF TEE PURCHASES:. ASSETS, (E) THE
MANNER OR QUALlKY OF 'IRE CONSTRUCTION OR MATERIALS, IF ANY,
INCORPORATED INTO THE PURCHASED ASSETS, (F) THE MANNER, QUALITY,
STATE OF REPAIR, OR.LACK QF REPAIR OF THE PURCHASED ASSETS OR (G) THE
TITLE TO THE PURCHASED ASSETS, VPSA FURTHER' A',CKHOWLEDGES AND
AGREES 'IRAT HAVING BEEN G%EN THE OPPORTUNITY TO INSPECT TRE
PURCHASED ASSETS, VPSA IS RELYING SOLELY ON. ITS 0It XNVBSZIGATION OF
THE PURCHASED ASSETS AND NOT ON ANY INFORMATION PROVIDED OR TQ BE
PROVIDED BY AVONDALR AND ACC1 PTS THE PURCHASED ASSETS AND %'AIVES
ALL OBJECTIONS OR CLAIMS AGAINSI' AVONDALE (INCLUDING, BUT NOT
LIMITED TO, ANY RIGHT OR CLAIM OF CONTRIBUTION) ARISING FROM OR
RELATED TO THE PURCHASED ASSETS OR TO ANY HAZARDOUS MATERIALS ON
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THF PURCHASED ASSETS. VPSA FURTHER ACKNOWLEDGES AND AGREES THAT

ANY INFORMATION PROVIDED OR TO BE PROVIDED WITH RESPECT TO THE
PURCHASED ASSETS %'AS OBTAIhiED FROM A VAtuBTY OF SOURCES AND THAT
AVONDALE HAS NOT MADE ANY INDEPENDENT INVESTIGATION OR
VEIlIFICA'QON OF SUCH INFORMA'IIQN AND MAKES NO REPRESENTATIONS AS

TQ THE ACCURACY OR COMPLI=TIWESS OF SUCH INFORMATION. AVQNDALE IS
NQT LIAB?B OR BOUND. IN ANY MANNER BY ANY VEItBAL QR WR~I'EN
STATEMENTS, REPRESENTAZTONSi OR INPORMATION PERTAINING TO THE
PURCHASE ASSETS, OR.THE OPERATION THEI&OP, FURNISHED BY ANY REAL
ESTATE BROKER, AGEM; EMPLOYEE, SERVANT'OR OTHER PERSON, INCLUDING
AVONDALE PERSONNEL OR REPRESENTATIVES. VPSA

ACKNOWLEDGES AND AGREES THAT TO THE.MMBMUM BZTBNT PEIIMTIED BY
LAW, THE SALE OF THE PURCHASED ASSETS'AS PROVIDED FOR HEMPEN IS MADE
ON AN AS IS, WHERE IS," CONDITION AND BASIS WITH ALL FAULTS. ZT IS
UNDERSIQOD AND AGREED THAT THE PURCHASE PMCE FOR THE PURCHASED
ASSETS HAS BEEN ADJUSTED BYPRIOR NEGOTIATION TO REEK'BCT THAT ALL QF
THE PURCHASED ASSETS IS SQL'D BY AVONDA'LE AND PURCHASED BY VPSA
SUBJECT TO THE FOREGOING. THE PROVISIONS QF THIS SECTION' SI:IALL
SURVIVE CLOSING AND SHALL BE INCLUDED IN ANY CONVEYANCING
DOCUMENTS FROM AVONDAIM TO VPSA.

Qgj~~g. Q~Qe@~. Subject to tbc conditions set Forth in this Agreemcnt snd

cxduding thc Exduded Assets (as de6ned below), Avondale and VPSA agree that, as consideration
For VPSA's assumption of Babgities pursuant;to Section 2A, Avondale shall scB and convey all of its
tights, title and interest in and to the Purchased Assets to VPSA and shall compensate VPSA as
follows:

(a) Carb Pcyeenl. Avondale has previously advanced the amount of One
Hundred Seventy-Five Thousand DoBars ($175;000) to VPSA. VPSA agrees to provide
Avondslc relevant receipts accounting for such amounts. In addition, Avondale shaB pay
VPSA the amount of One MBlion DoBars {$1,000;000), as follows Qi after execution of this

Agreement, Avondale shaB promptly reimburse VPSA for its engineering, legal, appraisal,
evaluation, and diligcncc fees and cxp'eases relating to the evaluation of the Avondale %'ster
System, prsuihd that VPSA provides:Avondsle relevant receipts accounting for such amounts
and the amount payable pursuant to this clause shall not exceed'Two Hundred Thousand
Dollars ($200,000); and (ii) Avondale shaB pay the remaining balance either on the Closing
Date or at such arne thereafter as may be requested in writing by VPSA. 'Ihc parties agree
that any amounts paid. pursuant to dause of this Section 2.2(a) shaB not be contingent on
the Closing of the acquisition of the Purchased Assets, and in the event:that such Closing
does not occur, for any reason, VBSA shall have no liability whatioevcr to Avondal'c for
repayment of amounts paid hereunder. VPSA agrees that Avondale is not obligated to the
agents performing the work pursuant to dausc Qt of this Section. R2(a), and Avondale's only
obligation is to VpSA. 'Ihc parties agree that any amounts payablk pursuant to dause (u) of
this Section 22(a) shall bc connngent on the Closing of thc acquisition of the Purdmsed
Assets, and in the event that such CLosing docs not occur, for any reason, Avondalc. shall
have no liability whatsoever to VPSA for payment of such amounts.

(b) Srsvr Caput. Avondslc shaB convey or release its aghts to thc Sewer
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. Capacity to the County without further charge or condiYion.

k*'Mk ~ "i* *"'' ' ' 'Al
exduding the Rxduded Assets (as dc6ncd below), on the Closing Date, Avondale wi5 seH and

convey jcs rights, title, and interest in and to, and VPSA wiH'accept Avondale's rights, title, and

interest in and to, thc Avondale%'ster System, induding without Hmitation thc following:

(a) IntcerIrin Raul P~ and Finny. (i) AH, of Avondalc's land dghts in fee co

the property sec forth in Qg~~ to;this Agreement, . together with the buildings (if any),
structures, pipes, Bxtur«s, siid othe- improvementi. lanated thereon; (u) aQ of Avondale's

other. interests in the real. property as set forth In Miih~ to this Agreement, induding

easements, right's of way, leaschoMs, , licenses, and aU, other rights representing less than fee

ownership, (di) aH improvements. that relate sped6caRy, co thc Avondale Water System
located on the property described on ghhi~ and'QiQ4M. and (iv) aH of Avondalc's

rights, title and interest in and to the Water Lines (coHectiveiy, the 'Real Estate Rights" ).

(b) Env Wirtcr. AH of Avond'ale'. s rights in the 750,000'gaHons of raw water pcr
day pursuant to the Asset Purchase Agreement between Avondale and GAC Holdings, LLC,
a South Carolina limited liabiTity company, dated as of April 3, 2007, as amended as of
September 24, 2007 (thc "GAC Agrcemcnt").

(c) Pcaona/Propre. AH of Avondale's rights in thc personal property located at
the Facility as of thc Closing Date.

(d) ~tnt and IwrnAey. AH of Avondale's rights in thc materials, supplies,

equipment, and inventory located at thc FacHicy as of the Closing Date.

1he assets, property, and business ofAvondaie to be sold to and purchased by VPSA, exduding the
Exduded Assets, under this Agrcemenc are her«lusher sometimes referred to as ihc "Purchased
Assets. "

The "Exduded Assets" consisc of thc foHowing. the Sewer System; performance bonds or
letters of credit with the South Carolina Public Service Commission or other regulatory body; aH

contracts and agreemcnts of Avondaie; all cash and cash equivalents oF Avondale; inteHeccual
pr'opercy, such as trade names, service names; logos, owned or Hcensed computer software and other
like proprietary nghts of Avondale (induding, as sppHcabic, the trade names "Avondsle" and
"Avondale Mii}s"); iH Snancial, accounting, tax, personnel, and other books and recordir, accounts
receivable; prepaymcnts, deposits, or refunds of income taxes; and all dghts chat accrue to Avondale
under this A'grccmcnc.

VPSA shaH have the right, but not the obligation, to dect. to acquire thc Gregg Plant Gre

loop. Such election shall be made'in wdtingno later than thc.date thatis:tMtty. days;after the dite of
this Agreeinent. In the event that VPSA docs noc elect to acquire the Gregg Plant are loop in
writing during the chiriy day peiiod, chen the deBnition of '%xdudcd Assets" herein shaQ be
deemed to indudc the Grcgg Plant Grc loop.
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(a) Except as provided in Section 2.4(d), on the Closing Date, VPSA agrees to assutne

all habiTines, obligaions and duties related to the purchased Assets that adse after the Closing Date.

(b) On the Qosing Date, and except as otherwise provided in this subsection (b), VpSA

agrees. to assume sli liabiMea; obhgations and duties of Avondale-set faith in Qt Limited Warranty

Deed from Avondale to GAC, fXC, iccetded. 'in Book 4149, pages 64-$2, Aikcn County, South

Carolina, (n) Qmhed %'srranty Deed &om Avondsle to GAC Holding, LLC, xecorded in Book
4169, pages 40-63, Aiken County, South 'Carolina, (iii)' Limited'Warranty'Beed &om Avondalc to
Community Environmetttal. Company, LLC, recorded in. Book 4169, pages 19-39;.Aikcn County,
South:Carolina, (nr) Limited Warranty Juiced;Rom:Av~dale to Tower'Granitcvllle;LLC, recorded jn
Book 4144, pages 927-935, Aiken County, South=Carolina'and (v) any:and all other conveyancing
documents granted by Avondalc prior to Glosing ahd. on whi'ch a portion of thc purchased Assets
are located; provided however in no event shall VSPA assume or be deemed to assume any
warranties of tide granted by Avondalc-pursuant to the foregoing documents described in
thxough (v) above.

(c) On the Closing Date, VPSA shall. assuine all iabiTitics, oMgations and duties of
Avondale with respect the Pubkc %'ater System Operating Pcrnut 00240002 issued by the South
Carolina Department of Health and Environmental Control regarding operation of the Avondalc
Water System (thc "DEPcrmit").

(d) On the Closing Date, VPSA shall not assume or be liable for any of thc Following
obligations, liabilities, or duties of Avondale (collectively, the "Excluded Liabilities" ):

(1) any liability of Avoridale incuired in connection with this Agreement and the
transactions pmvided for herein, including brokerage, accounting, and counsel fccs, transfer
and other taxes, snd expenses, pcrtsining to the performance by Avondale of its obligations
hereunder;

(2) any liability or obligaion of Avondale arising under any contract or
agreement, except for the DHEC Permit;

(3) any obligations to Avondak's employees, induding without limitation any
obligations arising under any employee retiretnent program, health cate plan, or other bcne6t
plan;

(4) any litigation, proceeding, claim by any person or entity, or other obhgadon
ofAvoadaie arising out of events occurring pdor to the Closing Date; and

(5) any obligations under envimnmental, antitrust, civil rights, health, safety,
labor, and discrimination laws arising out of events occurring prior to the Closing Date.

I '~S
law, Avondale shall not be 'liable to VPSA for any daims, losses, costs, damages of any nature
whatsoever or claims for cxpcnses From any cause or causes, except For Excluded Liabilides.
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ggg22g. The Closing shaH take place at the office of VPSA at 10:00 a.m.,
local time, on such date as may bc detercnined;by the parties but in uo event later than January 32,
201Q. aliis Agccement shall automaticaHy tercninate if the Closing has not occurred on or prior to

January 31,2010.

ARTICLE III
UPGRADE SUBSXDIHS

I
Upgrade Subsidies. if and when received, to.the costs of the%'uter Project To the extent diat the

Upgrade Subsidies arc insufticient to fuHy. arcoinpHsb. thc.Niter project, VpSA sha9 detertnine in its

sole chiscretion which p@40ns of the Wster Pioject. it. shliH undertake, and shall be under no
obligation. to complete theater Proj'ect. or to apply any funIds other than:tbe Upgrade Subsidies. for
any portion of the %ster Proje'ct. Avondile shall cooperate reiibnably with VPSA (such
cooperation not to require. any. out-of-pocket costs) in applying for the Upgrade Subsidies and for aH

additional grants or low-interest-rate loans as may bc necessary or usehil for accomplishing the

purposes of this Agrectnent; provided, however, aud for the avoidance' of doubt, other than its
agreement to cooperate as desccibcd above, Avondile has no responsibiHty or obHgation whatsoever

with respect tn the Upgtade Subsidies.

5mdmLXR-
' ' '

VPSA shall endeavor to submit in

nliiely fashion aH plaiis, reports, speciGcations, «ppiications and supporting documentation th t
must be prese'uted to State and federal autboaties in connection with tbe applications for the
Upgrade Subsidiea VPSA shall hold all cnonetary grants or loans awarded to VPSA, in accordance
with the tertns snd conditions upon which such grants or loans are made. VPSA shaH conunencc
construction and renovation in a timely fashion as required by tbe ternM and conditions upon which
the grants or loans are made.

ARTICLE IV
DUB DILIGENCE PERIOD

I
such diTigence, investigations, inquiries, tests, sampling, reviews, and research as it may reasonably
request (the 'Due DiBgence. Investigation" ) prior to accepting the conveyance of tbe Purchased
Assets; provided that (s) such d9igence, investigations, ittquiries, tests, satnpling, reviews, and
research is under the supervision of Ayondal'e ducini, nortfuti business hours and subject to the
rights of the owners and operators of the propertie on which the purchased Assets are located and
(b) that no site inspection may involve a Phase II level examination or other invasive tecbtuque
unless Avondale conscnts thereto in writing, Avondsle sbaH cooperate reasonably with VPSA in the
Due Diligence Investigation. VPSA agrees t'o promptly repair and. restore any and all damage caused
to the Purchased Assets ariidng out of or related to the exercise of the rights, granted to VPSA under
this Secdon 4.2.

5er~R . To the extent that such
information is not attached as an exhibit:or schedule to this Agroxnent, thea as promptly as is
practicable and in no event more than sixty days after the date hereof, Avondalc: shall assemble and
make available to VPSA the foHowing information:
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(s) hvondsle's articles of incorporation and bylaws;

(b) copies of sll resolutions, corporate actions, and tninutes relating to the

proposed sale oF the Avondale Water System to VPSA',

(c) surveys and legal descriptions relating. to the Real Estate Rights to the. extent

that such information edstr'and is in Avondale's possession;

(d) all security instruments with respect to the Rial. Bstate Rights, personal

property, Sxtutes, equipinehti:inventory& snd. aCcounts relating to the. Avondale Water

System, including without Hmitationmortgages, - liens, leases, control agreements, and U.CC.

Slings to the extent such informatfon'exists and'is ih 'Avondale's possession;

(e) all environmental. permits and licenses; and consent orders and permits

relating to the Avondale %'ster System to the extent that such information exists and is in

Avondile's possession;
I

(fj all Gnancial audits, Gnancial statements, amounts paid for water supply and

sewer treatment, customer billing records, capital ex'pendituxes, and signi6cant repairs

relating to the Avonrbde Water System since January l, 2007 to the extent that such

information exists and is in Avondale's possession;

(g) all material pending and threatened legal actions relating to the Avondale

Water System, if any;

(h) sll material contracts relating to the Avondale Water System to the extent

that such information exists and is in Avondale's possession;

Qi all records. regarding accounts receivable, accounts payable, billing, and meter

reading relating to th'e Avondale %'ster System and the Sewer System; and

I such other'information. relating. to the Avondale Water System as may be

reasonably requested by VPSA and in Avondale's possession.

Sggggl~. Xaalaaliua, . If VPSA detetmlnes dudng. the. Due; Diligence Period that it

does not desire to accept the conveyance of the. Avondale%ater System, for'any reason (including,

without limitation, as a result of information discovered d6ring the Due Diligence Investigation,

because of the unavsilsbiBty or insufGciency of the Upgrade'. .Shbsidies, or because the governing

body of VPSA determines that the acquisition of the Avondale %'ater System is not. in the. best

interests ofVPSA's existing customers or is otherwise. not desirable), lhen VPSA. shall'. have theaght
to terminate this Agreeinent In such. ment, :VPSA shall have no fuither obligahon to:Avoridile or
liability under this Agreement. whatsoever. Avondale shall be and iemain. resportsible for the

payment of costs incuned pr'ior to the date of the ternunation and payible prior to such arne

pursuant to.Section R2 of this Agreement, but shall:have no further oNgation:to VPSA or liability

under this Agreement whatsoever.
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ARTICLE V
REPRESENTATIONS AND WARRANTIES

Radaa. 'Q
warrants co-VPSA as folfows:

c. Avondale represents and

(a) Autbu~ hr Hxrarar and Pcrfimr ~aenrgr. Avondale has the 6sil legal righ

and all authority and approvals rectuired co enter into, .execute; and dcliv«r this Agrcctncn f and to

fully perform. its'obligitions hereunder. This Agreement has, been duly executed and delivered and is

the valid and binding obligation ofhvondale, enforceable in accordance with its terms.

(b) Cenrpkune sslh Lmw. Except as sct forth on

(s) Avondale is not in violation of any order, .judgcnent, injunction, award, or
decree binding upon it with respect to the ownership, operation;- and maintenance of the
Avondsle Water System, except such violation that would not have a mateial advecse eRect
on the Avondale Water System.

(ii) Avondale is not in violation of any federal State, local, or foceign law,

ordinance, permit, or rcgubstion or any other requirement of any govenuncutal or regulatory

body, court, or arbitrator with respect to thc ownership, operation, snd maintenance. of thc
Avondsle Water System, except such violation that would not have a material adverse effect
on.lhe Avondilc%'ater'System.

suits, or claims or legal, administrative, or arbitral proceedings pending or, to the best icnowlcdge of
Avondalc, threatened against or iuvolmng. Avondale relating to ge Avondalc Water System, except
such actions, suits, or daims or legal, aduMnistcative, or arbitral proceedings that would not have a
material adverse effect on the Avondaie Water Systecn.

(d) Rear Pls~+. To the best knowledge of Avondsle, Qgg~ contains a legal
dcscnption and tax pared identi6cauon number of all tracts, .parcels, and subdivided lots in which
Avondale hss an interest and which ace used in connection with the Avondale Water System.

5utim54
Avondalc as follows:

. VPSA represents and warrants to

(a) Ogunigulinn aIaIQarlifnu&a VPSA is a special purpose district and a poliacal
subdivision, validly existing; and in good standing under thc: laws of South Csmlina. VPSA has
iswM authority to carry on the business of tbe Avondaic Water System as now being conducted.

(b) Authentic As &emtc and P~rm Agrrmar!s. VPSA has the power and all autbodty and
appmvals required to enter into, cxccucc, snd deliver this Agreement aud to .hdly pcdocm its
obbgations hereunder. THs Agreement has been duly executed aud dcliv'eced and is cbe valid and
binding obligation ofVPSA enforceable in accordance with its terms.

(c) ANunI and Pmcccdiegs. There are no actions, suits, or daims, legal, administrative, or
arbitral proceedings pending or, to the best knowledge of VPSA, threatened against or involving



VPSA that individually or in the aIgregace could have a matcdsl advecse effect upon the transactions

contemplated hereby. To thc best knowledge of VPSA, there is no fact, event, or circuiristance that

may give risc to any snit, action, dairn, investigation, or proceeding that individually or in thc

aggregate could have a material ad»ecse effect upon the transactions contemplated hereby.

5acmWX From the date

hereof thrp'ugh thc Closing Date, Avondale shall use reasonable efforts to conduct its business and

a8aics in such s cnanner so that the representations and waccatttics contained in Section 5.1 hcccoF

shall continue to bc true snd correct in all'tnatedal respects on;.and as of the Closing Date as if made

on and as of the Closing Date. Avondale. shall promptly notifjr VPSA of any event, condition, or
circumstance occurnng Rom the date heieof through the Qosing Date that would constitute a
violation or breach of this Agreecuent or.that woul8. cause a representation or warranty herein made
to be untrue or misleading in any matedal respect. Such nutiscation shall be deemed. to avoid or
cure any misrepresentation or brcach ofwarranty or constitute an ameudnccnt ofany representation,
warranty, or statement in this Agreement.

$~jggQg. $ggj~. The repcesentations and warranties sct forth in this Arucle V shall

not survive thc Gosing Date.

ARTICLE VI
COVENANTS OTHER UNDBRTAIQNGS

Beaia&2. , {a) AJIn»natian Cournantr Pending Clomg.

During the period fram the date hereof to thc Qosing Date, Avondale shall usc commercially
reasonable efforts to maintain all of the Purchased Assets, in accordance with past practices and ac a
quahty that is cucrcndy msintainecL

(b) iV»garN» Cirinnancr Pmkng Clating. During the period From the date hereof to the
Closing Dace, Avondale shall not

sell, exchange, transfer, mortgage, pledge, or create. or permit to be created
any security interest on any oF the Pucchssed Assets, other than in the ordinary course of
business; or

(u) knowingly incur any obHgation or liabihty. of or affecting the Avondale &ster
System, other than in the ordinacy coucsc ofAvondale's business.

and authority to collect all accounts receivable Focmatcr services. rendered before the Closing Date.
VPSA agrees that it mill pcomptly trsnskr or deliver to Avondale any cash or other property that
VPSA may receive with respect to such accounts receivable; Pter, however, . that. VPSA shall be
entitled co retain an admiaistraive Fee not to exceed.lo/e of th'e cogcctcd accounts rcccivable for i ts
costs and expenses incurred. ia collecting any such amounts.

Q~jg~g. ' . Beginning immediately following the Closing,
VPSA shall operate the Avondale %'atcr System in compHance with applicable regulations, (n)
pmvide adequate water services to the customecs of the Avondale Mater System, and (iii) enter into
such undcrtahngs and accangcmcnts as may be necessary to provide adoquace water services to che
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customers of the Avondale Water System. Additionally, immediately Following thc Closing, VPSA

shaU notify and provide contact information to the GranitevBle Bre department of its ownership of
thc Avondalc Water System.

shaH execute such documents, further instruments of transfer and assignment, and other papers and

take such further actions as may be, reasonably required or desirable to carry out the provisions

hereof and the ttansacdons contemplated hereby.

ARTICLE VII
CONDITIONS TO CLOSING

Ramn21 . The obHga6on of Avondalc to
conaunmate the transactions contemplated by this Agreement is subject to the satisfaction (or
waiver) on or prior to thc Closing Date of each of thc Following conditions:

(a) Rcprirrntutiunr uIId lFunttohe. Thc representations and warranties 'of VPSA

contained in this Agreement shaH be true and accurate as of thc date hereof and shall bc true

and accurate as of the Closing Date with the same force and effect as though made on and

as of the Closing Date. VPSA shaH have performed and complied with all covenants and

agrccmcnts required by this Agreement to bc performed or complied with on or prior to the

Closing Date. VPSA shall have delivered to VPSA a ccrtificate, dated the Closing Date and

signed by an authoriacd of6cer, to the foregoing effect and stating that all conditions to
VPSA's obligations hereunder have been satisfied,

(b) liAjution. No action, suit, or proceeding shall have been instituted before any

court or governmental or regulatoty body, or instituted or threatened by any governmental

or regulatory body, to restrain, modity, or prevent the carrying out oF the transactions

contemplated by this Agreement, or to scck damages or a discovery order in connection with

such transactions, or that has or may have a materially adverse cff'cct on the assets,
properties, business, operations, or condition (financial or otherwise) ofAvondale.

(c) Subpar Saner Csnrmiuiun. The South Carolina Public Service Commission shaU

have approved the conveyance of thc Avondale Water System, or VPSA shaH have rcccivcd
written confitmation that such approval is not required.

(d) DHEC Pnmi/. The South Carolina Department of Health and
Environmental Control sha0 have app'roved thc conveyance of the Avondalc Water System
and the transfer of the DHEC Permit.

(e) DHEC Conroy Order. The South Carolina Department of Health and
Environmental Control shall have agreed to remove Avondale from thc consent order
regarding the Avondalc Water System.

(f) CAC Conrent. Avondale shall have obtained the required consent pursuit to
the GAC Agreement.

(g) Oihcr Cowtnts nadAppmnub. Avondale and VPSA shall have obtained all other



consents or approvals that are required in order to convey aH of hvondale's rights, itic and

interest in and to the Purchased Assets to VPSA.

(h) Snrrr Sjulen ArscI Punbasc ~nssnI. The conveyance of the Sewer Syscem
and the conveyance or release of the Sewer Capacity to the County pursuant to the Sewer
System Asset Purchase Agrccmenc shaH occur contemporaneously with the Closing.

Bggtjgg32,
' ' . The obligation of VPSA co consummate

the transactions contemplated by this Agrecmcnt is subject to th» satisfaction (or waiver) on or prior
to the Closing Date of each of the following conditions:

(a) Dnr Dikpnro Insndiga¹on. VPSA shall have satisfactory completed the Due
Diligence investigation, subject to its eight to terminate for any of thc reasons described in
Secuon 4.3 hereof,

(b) Ripsrsrntatinns and IPasran¹cs. Thc representations and warrantics of Avondalc
contained in this Agreement shaR be true and accurate as of the date hereof and shall be cruc

and accurate as of the Closing Date with the same force and cffcct as though made on and
as of the Closing Date. Avoudale shall have performed and complied with all covenants and
agreements required by this Agreement to be performed or complied with on or prior to the
Closing Date. Avoudale shall have deHvercd to VPSA a ccrtilcatc, dated the Closing Date
and signed by an authorized ofGccr, to thc fotcgoing e6ect and stating that aH conditions to
VPSA's obligations hereunder have been satis6ed.

(c) LiAi~n¹on. No accion, suit, or proceeding shall have been instituted before any
court or governmental or regulatory body, or instituted or threatened by any govemmcntal
or regulatory body, to restrain, modify, or prevent thc carrying out of the transactions
contemplated by this Agreemcnc, or to seek damages or a discovery order in connccdon with
such transactions, or that has or may have a materially adverse effect on the assets,
properties, business, operations, or condition (6nancial or otherwise) ofAvondale.

(d) Dshorp oflnslernronss ofTnrnifir. Avondale shall have delivcrcd or caused to be
dclivcred to VPSA insaumcnts of transfer in conformity with Article 0 of this Agreement.

(c) No Malorial Chair. Acre shall have been no material adverse change in the
Gnancial condition, business, assets, operations, or prospects of the Avondalc Water System.

(f) Scssisr Assn. The County shall have taken appropriate legal action co expand
che legal service area oF VPSA to aHour service in the area currently served by the Avondale
%Water System.

(g) Smear C~ag. VPSA and thc County shall have entered into an agreement by
which thc County will convey thc Sewer Capacity to VPSA on terms and conditions that are
acceptable to VPSA in its discretion.

(h) Third Par¹'rs VPSA shall have received cvidcnce of the receipt of all
authorirauoos, consents, and permits of others required to permit chc consummacion by
VPSA and Avondalc of the transactions contemplated by this Agreement and co allow the



consummation of the Water Project, as may be modified or supplemcntcd aFter the date

hereof.

I UpgnrCk SIIIsikcs; FianIIcing. VPSA slmll have received adequate wrictcn

assurances of thc availabQity of sufficient Upgrade Subsidies such that VPSA shall not be

required to borrow more than Three Million Dollars ($3,000,000) to complete the Water

Project as may bc modificd or suppletnented after thc date hereof. VPSA shall have Further

received adequate written assurances that it w01 bc able to borrow up to Three Million

Dollars {$3,000,000) to complete the Water Project on terms and conditions that are

acceptable to VPSA in its sole discretion.

(j) Public Se&vira Commissinu. The South Carolina Public Service Commission shall

have approved the conveyance of thc Avondale Water System, or VPSA shall have rcccivcd
written con6rmation that such approval is not required.

(lc) BuIrr. VPSA shall have rcccived written conGrmation From all requisite Stace

and federal agencies that VPSA may charge rates to customers of thc Avondale Water

System that are different from the rates charged to the current customers of the VPSA

systetn, and shall have received feasibility studies acceptable to VPSA that that such rates

shall be sufficient to pay au debt service, capital costs, and operational and maintcnancc

cxpcnscs associated with the Avondalc Water System.

(1) Lars 1Patrr. Avondale shall cause the Imsc Water in the Avondale Water

System to be no morc than (i) twenty pcrccnt (20%) on average during the months of
October, November, and December 2009, or (ii) twenty-6ve percent (25%) during the

month oF October 2009, and twenty percent (20%) during the months of November and

December 2009. Lost Water in the Avondalc Water System shall be calculated as follows:

(I) In each calendar month following thc execution and delivery of this

Agreemenc and prior to thc Closing, Avondale shall document the amount of
potable water in thousands of gallons that it purchases for thc Avondale Water
System (the "Monthly Purchased Water" ).

(2) In each calendar month fouowing thc execution and de&rery of chis

Agrcemcnt and prior to the Closing, Avondale shall document the aggregate amount
of water it bills co customers of the Avondale Water System for consumpion during
such month (the Monthly BiHcd Water").

(3) At such time as thc forgoing information is available to Avondale, ic
shall determine the amount of Monthly Lost Water as FoHows: (Monthly Purchased
Waccr) MINUS (Monthly Billed Water) DIVIDED BY (Monthly Purchased Water),
expressed as a percentage, EQUALS the "Monthly Lost Water, " for the calendar
month to which the calculadon applies.

(4) Lost Water in the Avondale Water System shall be calculated by
determining the average amount of the Monthly Lost Water for each of thc calendar
months immediately preceding the Closing Date.
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VPSA shall bc cnuded to such assurances and supporting data with rcspcct to rhc Lost
Water in rhe Avondale System as it may reasonably request, including if necessary the right
to perform its own readings of the Avondale Water System water meters.

. Each party shaH use its reasonable best effoxts to

satisfy rheir conditions; pmvided, however, if a condiYion is not satis6ed and the other party decides
to waive such condition and close the transaction, the party that did not satisfy its condition shaH

have no HabiTity to the other party.

ARTICLE VGI
MISCELLANEOUS

I . Avondale represents and warrants that (a) it is not a
party to any other agreements with respect to the purchase, sale, or conveyance of thc Avondale
Water System and (b) it is not aware of any other agreement by third patties currently in effect with
rcspcct to thc purchase, sale, or conveyance of the Avondale Water System.

5nuigllJLR S .Thc terms and provisions of this Agreement shaH
be binding upon and inure to the benefit of the parties hereto and their respective successors and
assigns, prvuidcd that neither party may not assign its rights and obligations hereunder without the
prior written consent of the other party.

~Sag@ 8$. h ic o . This Agreement shaH bc governed by and construed
in accordance with the domestic laws of the State of South Carolina without giving cffcct to any
choice or con6ict of law provision or rule (whether of thc State of South Camlina or any other
jurisdiction). Any dispute arising hereunder shall be heard in the Court of Common Pleas for Aikcn
County, South Carogna.

' *
and all agrecmcnts of the parties hereto with each other, and neither paxty hcrcto has made or shaH

be bound by any agrccmcnt ot any rcpresentadon to thc other paxty which is not expressly sct forth
in this Agreement, as amended or supplemented from umc to time.

~M~5,. 5tzgr3hlH+. In the event that any clause or provisions of this Agreement
shall be held to be invalid by any court of competent jurisdiction, the invalidity of such clause or
provision shall not affect any of the remaining provisions hereof.
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IN WITNESS %%GHtEOF, the parties do hereby execute this Agreement to evidence the

agreement in principal to the terms hereof and to evidence the intent of the parties to cooperate to
finalize the proposed transactions.

Signed, sealed and dehvered

in the Presence of
Avondale Milh, Inc., a Alabama corporation,

L

sea Z. 4t77/iP&
ur 4 Ceo:

y+HI4 Pg
O. Q Go&9~.4+

+Olq+Q. &

~O
~1

Valley FubHc Service Authoxity, a special
purpose district and a poliYical subdivision of the
State ofSouth Carolina

By:
Its:
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IR WJTblESS WHEREOF, thc parties do hereby execute tlus Agreement to evidence thc

agreement in principal to thc terms hereof and to evidence the intent of thc parties to cooperate to

finaliae the proposed transactions.

Signed, sealed and dciivcted

in the Presence of
Avondale Mills, 'Inc., a Alabama corporation,

[SEAL)

3y:
Its:

Valley Public Service Authority, a special

putpos» district and a political subdivision of the
State of South Carolina

[SEALj

&r.
its:
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AVONDALE MILLS, INC.

GRANITEVILLE WATER & SBhlER SYSTEMS
BILUNG & COLLECllON SUMMARY

AS OF OCTOBER 28, 2009

Number Net
Customers Arreunt

Bmlud ~Bi ud

Cash
A~dl h 1' ll ati

Reinaining

~Ba anog
Pement

~a

Number
Paid

~In Ful

Percent
Paid

~lnF [

July

August

September

616

611

607

$56,659.00

43,596.40

40,706.10

($776.60) ($42,058.37) $13,824.03

(376.41) (28,997.10) 14/22.89

(611.07) (22,616.68) $7,480.34

75.26% 483

67.09% 437

58.40% 310

78.41%

71.52%

51.07%

Note: Gash eollechons applied to oldest outstanding Inmlce first



November 6, 2009

On June 18, 2009, the South Carolina Public Service Commission approved new
rates for the Graniteville/Vaucluse water and sewer operation. We implemented the new

rates in our July 2009 bills and included a copy of the new rates in our mailing of those
bills. Subsequently, a complaint was filed with the Aiken County Circuit Court who

issued a temporary injunction precluding us from collecting our July and August 2009
bills for water and sewer services.

We appealed the Circuit Court's action and issuance of the temporary injunction
to the South Carolina Supreme Court. On November 4, 2009, the South Carolina
Supreme Court ruled that the Circuit Court had no jurisdiction in this matter and vacated
the temporary injunction. As a result, we may now collect the July and August 2009
bills.

Well over half of our customers have already paid their July, August and

September 2009 water and sewer bills. We very much appreciate your understanding the
need for us to increase our rates above the previous rates established in 1980. However,
for those who have elected not to pay these bills during the period of the temporary
injunction, we now must request payment in full. 'Ihe July, August and September 2009
bills are now past due and must be paid by November 30, 2009 to avoid further collection
action.

Should you have any questions, please do not hesitate to call me at (803) 617-
9277 or Ms. Susan Johnson at (803) 663-2174.

Yours very truly,

/kame QP. 9enkLkk

Jinuny W. Frederick
Graniteville/Vaucluse Water and Sewer System
Avondale Mills, lnc.


